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* * %

HEARI NG EXAM NER.  Following is ny
Hearing Exam ner's Report in the case styled
Commonweal th of Virginia, at the relation of the
State Corporation Comm ssion versus Red Sea
G oup, Ltd., Defendant.

May 18th, 1999, the Conm ssion issued
a rule to show cause alleging in effect that
based on an investigation and subsequent
al l egations that Red Sea G oup, Ltd., a surety
i nsurance conpany, domciled in the Turks and
Cai cos |Islands was not |icensed by the
Comm ssion to transact the business of insurance
in the Conmmonweal th of Virginia.

And then on at |east four separate
occasi ons Defendant violated Section 38.2-1024
of the Code of Virginia by transacting the
busi ness of surety insurance in Virginia wthout
first obtaining insurance conpany |icense from
t he Conmm ssi on.

The rul e alleged that on or about
Septenber 29th, 1994, Defendant transacted the
busi ness of insurance in Virginia by issuing a
per f ormance bond nam ng Hone Buil ders, Inc.,

trading as HB, Inc. of 3634 South Plaza Trail,




Virginia Beach, Virginia, as principal and Marty
K. Desai of 100 Brady Drive, Biloxi, M ssissipp
as obligee and Red Sea as surety.

The rule further alleged that on or
about Septenber 29, 1994, Defendant transacted
t he busi ness of insurance in Virginia by issuing
a paynent bond nam ng Hone Buil ders, Inc. as
principal, Marty Desai as obligee and Red Sea as
surety.

The rule further alleges that on or
about Decenber 21st, 1994, Defendant transacted
t he busi ness of insurance in Virginia by issuing
a performance bond nam ng Hone Builders, Inc. as
princi pal, Lodging Investnents, Inc. as obligee
and Red Sea as surety.

Finally, the rule alleged that on or
about Decenber 21st, 1994, Defendant transacted
t he busi ness of insurance in Virginia by issuing
a paynent bond, nam ng Hone Builders, Inc. as
princi pal, Lodging Investnents, Inc. as obligee
and Red Sea as surety.

The rule required the Defendant appear
in the Conmm ssion's courtroomat 10:00 a.m on
July 8th, 1999, and show cause, if any, why the

Comm ssion should not, in addition to a penalty




under Section 38.2-218 of the Code of Virginia,
permanently enjoin Defendant fromtransacting

t he busi ness of insurance in the Commonweal t h of
Virginia, pursuant to Sections 12.1-13 and 38. 2-
220 of the Code of Virginia, for Defendant's
violations of Section 38.2-1024 of the Code of
Vi rginia.

The rule further required the
Defendant to file on or before June 11th, 1999,
an original and seven copies of an answer or
ot her responsive pleading in which it expressly
admtted or denied each of the allegations as
set forth in the rule to show cause.

Defendant failed to file any answer or
ot her responsive pleading by the date set forth
in the Conm ssion's rule.

The Comm ssion rule further provided
that the Defendant shall be in default if it
fails to file tinely either an answer or other
responsive pleading or if it files such pleading
and fails to nake an appearance at the hearing,
that if it is in default, it shall waive al
objections to the admssibility of evidence and
may have entered against it a judgnment by

default inposing sonme of or all of the aforesaid




sancti ons.

The Defendant failed to appear at the
hearing on July 8th, 1999. Therefore, Defendant
is in default, and judgnent may be entered
against it.

The Staff on July 1st, 1999, filed
with the derk of the Conm ssion a notion for
summary judgnent and permanent injunction in
this proceeding. The applicable | aw provides,
specifically Section 38.2-1024, and | quote, "No
i nsurer unl ess authorized pursuant to Chapter 48
of this title shall transact the business of
insurance in this Conmmonweal th until it has
obtained a license fromthe Comm ssion."

Section 38.2-100 of the Code of
Virginia further defines "insurer" as any
i nsurance conpany. It defines an "insurance
conpany" as any conpany engaged in the business
of making contracts of insurance. It further
defines "insurance transaction and insurance
busi ness and the business of insurance" to
i nclude solicitation, negotiations prelimnary
to execution, execution of an insurance contract
and the transactions of matters subsequent to

t he execution of the contract and arising out of




Based on the evidence adduced in
today's hearing, | find that the Staff has net
its burden of proving by clear and convinci ng
evidence the allegations set forth in the rule
to show cause.

Accordingly, I"'mgoing to grant the
Staff's notion for summary judgnent and
per manent injunction. There are not disputed
guestions of fact in this proceeding, and
summary judgnent is appropriate in such cases.

Therefore, | recomend that the
Comm ssion enter an order penalizing the
Def endant the sum of $5,000 for each violation
of the Code of Virginia, for a total penalty of
$20, 000.

Secondly, the order permanently enjoin
Def endant fromtransacting the business of
i nsurance in the Cormonweal th of Virginia;
third, that the order passes the papers herein
to the file for ended causes.

M. DeHaas, is there anything further
to come before the Conm ssion today?

MR. DEHAAS. No. Thank you, Your
Honor .




HEARI NG EXAM NER: Al l right, sir.
There being nothing further, that

conpl etes ny Hearing Exam ner's Report.

M chael D. Thonas,
Heari ng Exam ner




* * %

HEARING EXAM NER. |I'mrequired to
advi se the parties that any comments, pursuant
to Section 12.1-31 of the Code of Virginia and
Comm ssion Rule 5:16E that ny Hearing Exam ner's
Report nmust be filed with the Clerk of the
Comm ssion in witing in an original and 15
copies within 15 days fromthe date that the
report is filed with the Cerk of the
Conmmi ssi on.

The mailing address to which any such
filing nmust be sent is Docunent Control Center,
P.O Box 2118, Richnond, Virginia 23218

Any party filing such coments shal
attach a certificate to the foot of such
docunents certifying that copies have been
mai | ed or delivered to all counsel of record and
any such party not represented by counsel.

There being nothing further to cone
before the Comm ssion today, the Conm ssion
stands in adjournnent.

Thank you very nuch.

NOTE: The hearing is adjourned at
11: 00 a. m




